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ABSTRACT 

Supermarkets have become important in food retail in both developed and developing 

countries. Supermarkets in developed countries are expanding to developing countries 

such as Latin America and Asia resulting in transformation of the agro-food systems. As 

elsewhere in the world, supermarkets are also expanding rapidly in Africa. The growth 

and expansion of supermarkets is mainly spearheaded by South African supermarkets and 

has been facilitated by trade liberalization, increased economic growth, positive political 

changes, regional integration arrangements, increased urbanisation, increased per capita 

income and middle class population groups and liberalization of foreign direct 

investment. The increased foreign direct investment (FDI) by South African 

supermarkets into SADC and the rest of Africa may be impacting on firms, households 

and the economy in the host nations in various ways. As much as the FDI by South 

African firms bring the much-needed capital for development, the impact of South Africa 

supermarkets in SADC and the rest of Africa is least understood.  

 

The impact of the expansion of South African supermarkets in the retail sector in other 

African countries has not been elucidated. Therefore, the objective of this study was to 

determine the impact of supermarkets on agricultural and industrial (mainly the food 
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processing and manufacturing sector) development in SADC by examining their sourcing 

and procurement practices. From the identified gaps in literature the study attempts to 

answer the following questions: what is the extent of growth and expansion of South 

African supermarkets in case study countries; what are the nature of sourcing and 

procurement practices and the factors influencing the choice of procurement systems; 

what are the impacts of these sourcing and procurement practices on farmers and food 

processors in case-study countries and do farmers gain by participating in the 

supermarkets FFV supply chain in case-study countries.   

 

A case study of three countries (Botswana, Namibia and Zambia) and two supply chains 

were studied. The study used qualitative and quantitative methods in collecting data in 

order to elucidate the impacts of these supermarkets on agricultural and industrial (food 

processing) development in the case study countries. A survey of South African and local 

chain supermarkets, local shops, food processors, small-scale farmers supplying fresh 

fruit and vegetables (FFV) to chain supermarkets and the traditional FFV markets was 

undertaken in the case-study countries in 2004, 2005 and 2007 using questionnaires and 

checklists. The survey data were augmented with key informant and focus group 

discussions and secondary data. The analytical methods used included descriptive 

analysis, non-parametric statistics and a two-step treatment regression analysis model. 

The conceptual framework for analysing the sourcing/procurement practices of 

supermarkets and a model to show how impacts in host countries could occur as a result 

of sourcing decisions were developed and used in the study.  

 
The results of the survey of products sold in supermarkets and local shops showed that 

80% of all processed food products are sourced from South Africa. About 100% of 

temperate fruit and 70-100% tropical fruit are sourced from South Africa in the case-

study countries. About 80% of fresh vegetables are sourced from farmers in Zambia and 

about 80 % are sourced from South Africa for Botswana and Namibia. The results also 

revealed that supermarkets used a mixture of procurement systems for FFV and 

processed food products. These systems included use of specialised sourcing and 

procurement companies; direct delivery of FFV to individual supermarket stores; 
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specialised FFV wholesalers; distribution centres; outsourcing. Using the structured 

questionnaire supermarket managers were asked the criteria used in sourcing the selected 

products. The results of the parametric analysis of the responses showed that price, 

volume, quality and trust were the most important attributes considered respectively.  

 

In order to estimate the impact of supermarkets on farmers a household survey was 

carried out using a structured questionnaire. There were noticeable differences in 

resources between farmers who supply to the supermarkets and those who supply to the 

traditional markets. Factors that influence small-scale farmers’ participation in the 

supermarkets supply chain were identified from the results of the estimated probit model. 

The results of the two-step treatment regression model showed that participation in the 

supermarkets channel had a positive impact on small-scale farmers’ income. Mean 

comparison of income between the two groups of farmers showed that farmers who 

supplied fresh vegetables to chain supermarkets had a significantly higher income 

compared to those who supplied to traditional markets in Zambia. This finding confirms 

hypothesis 2 of the study. The study did not explore causality due to insufficient data on 

lagged assets.   

 

Impacts on the food-processing sector were deduced by carrying out a survey of food 

processing firms in case-study countries. The goal was to determine the type of firms that 

access supermarkets supply chain for selected products and determine other channels 

used for marketing of the products. About 75% of firms started their operations in the 

1990s. This period also coincided with rapid supermarket expansion in case-study 

countries. A symbiotic relationship exists between supermarkets and large processing 

firms in the case-study countries. There was no evidence to show that supermarkets have 

caused firms to increase in size or that supermarkets prevented entry of agro-processors 

in the food processing industry. Small-scale processing firms do not access supermarket 

supply chains in case-study countries and sell their products through the traditional 

channels such as small shops and wholesales. Various constraints still prohibit small-

scale firms from accessing supermarkets such as lack of capital and lack of finances.  
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 From the results of the models and focus group discussions the study concluded that 

small-scale farmers who meet supermarkets sourcing/procurement requirements were 

able to access the FFV supply chain of the South African chain supermarkets. Those who 

did not meet the supermarket requirements who are the majority small-scale farmers and 

food processors were excluded. Those small-scale farmers who were able to supply to 

supermarkets earned significantly higher income compared to those who supply to the 

traditional markets. The study also concluded that membership in a farmers organization 

does not increase the chances of a farmers accessing and supplying to supermarkets. 

There is need to re-evaluate the farmer organizations that are being formed to ensure that 

the organizations assist farmers in accessing supermarkets FFV supply chain and 

marketing of produce in general. The study also concluded that the traditional markets are 

still important in case-study countries. These markets need to be improved and developed 

as small-scale farmers and food processors easily assess them. The study recommended 

that a holistic analysis of supermarket impacts in the region using general equilibrium 

type of models is needed, ways to ensure small-scale farmers and processors participation 

in supermarket FFV supply chain should be determined and more research on the 

practices of supermarkets as oligopsonists in the region should be carried out. 

 

The study was able to document the extent of growth and expansion of supermarkets in 

case-study countries and as such contributed to literature by describing the sourcing and 

procurement practices and factors that influence supermarket sourcing and procurement 

decisions in case-study countries, the study contributed to literature by identifying the 

type of small-scale farmers who access chain supermarkets in case-study countries, the 

study contributed by identifying the factors that influence farmers decisions to supply 

FFV markets and the study showed that supermarkets involvement in the FFV and dairy 

supply chains in case-study countries had a positive impact in these sectors.  

 

Key words: supermarkets, supply chain, SADC, sourcing/procurement, impact
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